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Abstract 
 
Building  on  the  attention-based  view,  we  argue  that  companies  need  a  challenging 
mechanism to focus their absorptive capacity attention on corporate entrepreneurship versus 
mainstream activities or other purposes. We suggest entrepreneurial management as the 
attential driver for deploying absorptive capacity towards corporate entrepreneurship. From 
our analysis of a sample of 331 supplier companies providing products and services to the 
mining industry of Australia and Iran, we observe that absorptive capacity positively affects 
corporate entrepreneurship. The data also demonstrate that the effect of absorptive on 
corporate entrepreneurship increases when firms adopt the entrepreneurial culture and reward 
systems. However, the entrepreneurial growth and resource orientations negatively moderate 
the relationship between absorptive capacity and corporate entrepreneurship. 
 
1.1    INTRODUCTION 
 
Why are some firms more able to create higher levels of corporate entrepreneurship than 
others? This question has gained a lot of attention in the literature as corporate 
entrepreneurship is increasingly considered as a path to high levels of corporate performance 
(Yiu  &  Lau,  2008;  Zahra,  1995),  growth  (Zahra,  1993;  Zahra  &  Covin,  1995)  and 
competitive advantage (Ireland, Covin, & Kuratko, 2009). Recently researchers have pointed 
to the importance of a firm’s capability to recognise the value of external new knowledge, 
assimilate and exploit it in stimulating corporate entrepreneurship (Qian & Acs, 2013; Teng, 
2007; Zahra, Filatotchev, & Wright, 2009). This capability was first introduced by Cohen and 
Levinthal (1990) as absorptive capacity. Corporate entrepreneurship is mainly based on 
recognising and exploiting new and emerging opportunities (Ren & Guo, 2011; Simsek & 
Heavey, 2011; Teng, 2007). Absorptive capacity enhances companies’ ability in identifying 
and pursing entrepreneurial opportunities, and; hence, undertaking corporate entrepreneurship 
through making sense of external new knowledge and utilising it (Qian & Acs, 2013; Teng, 
2007; Zahra, et al., 2009). 
 
Absorptive capacity; however, may be applied in a variety of activities and areas (Lane, 
Koka, & Pathak, 2006; Zahra & George, 2002). Scholars argue that exploratory processes 
underlying corporate entrepreneurship are mostly at odds with mainstream activities. As 
such, corporate entrepreneurship is competing with ongoing business operations for catching 
corporate attention (Burgelman & Valikangas, 2005; Burgelman, 1983; Burgers, Jansen, Van 
den Bosch, & Volberda, 2009; Van de Ven, 1986). Thus, a channelling mechanism to focus 
absorptive capacity attention on corporate entrepreneurship may be necessary and possible. 
Building on the attention-based view (Ocasio, 1997, 2011), we suggest entrepreneurial 
management as a channelling mechanism assisting firms with better exploitation of their 
absorptive capacity for corporate entrepreneurship. Entrepreneurial management has recently 
emerged as a useful conceptualization of a firm’s managerial approach with regards to 
stimulating entrepreneurial activities (Bradley, Wiklund, & Shepherd, 2011; Brown, 
Davidsson, & Wiklund, 2001; Stevenson, 1983; Stevenson & Jarillo, 1990). Stevenson 
attempts to develop a framework driving organisational attention to opportunity recognition 
and exploitation. While this conceptualisation has been widely addressed in the literature, the 
mechanism through which it may affect corporate entrepreneurship has been less understood 
 in the literature. We argue that it may channel the firm’s absorptive capacity attention 
towards corporate entrepreneurship. 
 
Our research makes at least two important contributions to the existing literature. It first 
advances the literature of corporate entrepreneurship by investigating how entrepreneurial 
management shapes the effect of absorptive capacity on corporate entrepreneurship (Teng, 
2007;  Zahra,  et  al.,  2009).   Attention  management  and  the  necessity  of   allocating 
organisational efforts to entrepreneurial versus mainstream activities is a long-standing 
argument in the literature (Burgelman & Valikangas, 2005; Burgelman, 1983; Van de Ven & 
Engleman, 2004; Van de Ven, 1986). However, how companies’ capabilities in tandem with 
attentional divers promote corporate entrepreneurship is less argued in the literature. Second, 
this study provides a better understanding of the possible mechanism through which the 
underlying dimensions of entrepreneurial management promote corporate entrepreneurship 
which is understated in the literature. Finally, we enrich the absorptive capacity literature by 
examining organisational mechanisms leveraging this capability towards more innovative and 
valuable organisational output (Lane, et al., 2006). In a critical review of this literature, Lane, 
et al., (2006) argue that prior studies have mainly focused on the effect of absorptive capacity 
on incremental innovation, and little attention has been paid to how this capability might be 
deployed for more valuable entrepreneurial initiatives such as break through innovation, 
entering new markets or developing new systems. We contend that given absorptive capacity 
may be used in a wide variety of activities; companies may need a challenging mechanism to 
focus their absorptive capacity attention on corporate entrepreneurship. This also may 
contribute to literatures on capabilities suggesting that our understanding of corporate 
capabilities such as absorptive capacity can be enhanced by investigating the role of strategic 
managerial approaches in creating, developing, and deploying corporate capabilities 
(Ambrosini & Bowman, 2009; Lane, et al., 2006; Volberda, Foss, & Lyles, 2010; Wang & 
Ahmed, 2007). 
 
1.2    THEORETICAL BACKGROUND AND HYPOTHESES 
 
The term corporate entrepreneurship refers to entrepreneurial activities within established 
firms. These entrepreneurial activities entail innovation, venturing, and strategic renewal 
(Zahra, 1996). Innovation concerns the development of new products and services. Venturing 
refers to the birth of new businesses within existing companies through expanding operations 
in current or new markets. Firms tend to create new ventures when opportunities in new 
markets are not attainable with current resources and structures or they put out of the purview 
of their current base businesses such as entering new technological spaces or areas (Teng, 
2007; Verbeke, Chrisman, & Yuan, 2007). Strategic renewal means the redefinition of the 
scope of a business or significant changes in its competitive strategy, leading to new positions 
in the market (Sharma & Chrisman, 1999; Zahra, 1996). These activities are complementary 
and mutually supportive. For example, renewing the competitive approach may enhance the 
benefits of venturing activities, and new product development may make strategic renewal 
activities more beneficial (Heavey, Simsek, Roche, & Kelly, 2009; Simsek, 2007; Simsek & 
Heavey, 2011; Simsek, Veiga, & Lubatkin, 2007). As such, “treating individual components 
of corporate entrepreneurship as independent ignores their potential complementarity” 
(Simsek & Heavey, 2011, p. 83). It is also worth noting that corporate entrepreneurship is the 
actual entrepreneurial acts or the market-oriented results and differ from constructs like 
entrepreneurial orientation which are “predispositions of firms with respect to their strategy- 
making processes, practices, and activities” stimulating corporate entrepreneurship (Dess & 
Lumpkin, 2005; Simsek & Heavey, 2011, p. 83). 
 Scholars argue that corporate entrepreneurship are based on exploratory activities for creating 
new knowledge or extending capabilities to exploit new and emerging opportunities 
manifesting in the forms of innovation in products, processes, systems and markets (Teng, 
2007). Since capability building is a time-consuming and path-dependent process, corporate 
entrepreneurship mainly resides from the extension of existing core capabilities (Hill & 
Birkinshaw, 2012; Keil, Maula, Schildt, & Zahra, 2008; Schildt, Maula, & Keil, 2005). As 
such, absorptive capacity and existing knowledge bases play an important in identifying and 
evaluating new opportunities and undertaking corporate entrepreneurship (Qian & Acs, 2013; 
Teng, 2007; Zahra, et al., 2009). However, a basic challenge facing any company is whether 
to engage its capabilities such as absorptive capacity in exploratory activities for future 
viability or in exploitative and mainstream activities to assure their existing viability (March, 
1991; Van de Ven & Engleman, 2004). A perfect balance is mostly hard to achieve due to 
resource limitations (March, 1991) or people’s limited attentional and information-processing 
capacitates confining their ability in attending to a wide range of stimuli at the same time 
(Ocasio, 1997, 2011). As such, corporate entrepreneurship tends to compete with other and 
mainstream activities for attracting organisational attention and efforts (Burgelman & 
Valikangas, 2005; Burgelman, 1983; Van de Ven, 1986). In a seminal paper, Van de Ven 
(1986, p. 591) argues that “organisations are largely designed to focus on, harvest, and 
protect existing practices rather than pay attention to developing new ideas.” Hence, the 
management of attention, which is concerned with the allocation organisational efforts and 
capabilities to entrepreneurial versus on-going corporate operation, is the most essential step 
towards enhancing corporate entrepreneurship. 
 
Absorptive capacity like other capabilities and resources can be used in a variety of areas. 
Thus, to effectively benefit from this capability for corporate entrepreneurship, companies 
need to use an organisational mechanism to deploy it towards corporate entrepreneurship. 
Theorising an attention-based perspective of a firm, Ocasio (1997, 2011) considers 
organizational attention as the most valuable resource in companies and the main reason why 
firms act differently in adapting to their business environment and developing new products 
and services. This theory builds on three related premises: 1) companies’ actions depend on 
what issues or answers they focus on. 2) Their focus of attention depends on the situation 
employees or decision makers find themselves. 3) The specific situation is shaped through 
organisational communication and procedural channels such as key players’ strategic 
orientations, corporate culture, structure, and reward systems. These organisational factors 
affect the availability, salience, legitimacy, value and relevance of issues and answers for 
decision makers within companies, leading to different actions. As such, this theory proposes 
that innovative activities are not only a function of organisational resources, but more 
importantly conditional on how well organisational attentional drivers channel employees 
attention to the suitable set of issues and answers (Ocasio, 1997). We build on this theory and 
argue that absorptive capacity can be used for different purposes such as entrepreneurial 
versus mainstream   activities.   However,   to   generate   higher   levels   of   corporate 
entrepreneurship, firms   need   to   conduit   their   absorptive   capacity   to   corporate 
entrepreneurship through suitable strategic and procedural channelling factors. 
 
1.2.1 Absorptive capacity and corporate entrepreneurship 
 
Absorptive capacity is  defined by Cohen and Levinthal (1990) as a firm’s capability to 
recognize, assimilate and exploit external new knowledge. In their seminal article, Cohen and 
Levinthal (1990) argue that one strong reason why some companies are able to value, 
understand and apply new knowledge with less costs and efforts than others is that they have 
already invested in cultivating their absorptive capacity. This capability mitigates the barriers 
 of knowledge transfer between companies such as tacitness or embeddedness (Cummings & 
Teng, 2003). Firms with high levels of absorptive capacity can understand external 
knowledge, combine it with their existing knowledge and reach new insights about markets, 
technologies, customers and competition (Zahra, et al., 2009; Zahra & George, 2002). Lane et 
al., (2006, p. 836) discuss that “unlike learning-by-doing which allows firms to get better at 
what they already do, absorptive capacity allows firms to learn to do something different.” 
These new insights assist firms with recognising opportunities and new options for corporate 
entrepreneurship (Zahra, et al., 2009). Particularly it enables firms to fill out the knowledge 
gaps they tend to experience while pursuing corporate entrepreneurship (Teng, 2007). Thus, 
we expect that absorptive capacity through making sense of external new knowledge and 
utilising it to improve a firm’s ability in recognising and exploiting emerging opportunities 
and undertaking corporate entrepreneurship. Thus, it is predicted that: 
 
Hypothesis 1: Absorptive capacity is positively associated with corporate entrepreneurship. 
 
1.2.2 Absorptive capacity, entrepreneurial management and corporate 
entrepreneurship 
 
Stevenson and his colleagues (1983; 1985; 1990) conceptually contrast two opposite kinds of 
managerial   approach.   The   first   approach   is   entrepreneurial   management   which   is 
opportunity-driven and directed by emerging opportunities in environment. The second is 
administrative approach or administrators, guided by the most efficient use of controlled 
resources (Stevenson, 1983; Stevenson & Gumpert, 1985; Stevenson & Jarillo, 1990). 
Stevenson and his colleagues try to develop a framework for understanding managerial 
approaches emphasizing opportunity recognition and exploitation (Brown, et al., 2001). They 
posit that “entrepreneurship is a process by which individuals-either on their own or inside 
organisations-pursue opportunities without regard to the resources they currently control” 
(Stevenson & Jarillo, 1990, p. 23). Brown, et al., (2001) empirically identify six sub- 
dimensions determining the extent to which a company displays an entrepreneurial versus 
administrative approach. These dimensions are growth orientation, strategic orientation, 
resource orientation, reward philosophy, management structure, and entrepreneurial culture. 
From an attention-based view (Ocasio, 1997, 2011), I now argue how these dimensions may 
shape the effects of absorptive capacity on corporate entrepreneurship. 
 
Strategic orientation refers to the factors driving the creation of strategy in companies. At 
one end of the continuum, companies with more entrepreneurial approach are opportunity 
driven and their perception of the opportunities in the environment drives their strategy. As 
such, almost any opportunity can be relevant to the company, and they actively and rapidly 
pursue the recognized opportunities. The other extreme, administrative firms are resource- 
driven and consider resources as their starting point and try to efficiently utilise their 
resources. Thus, only opportunities related to the current resources are relevant to them, and 
their commitment to the opportunities is slow, but longer compared to opportunity-driven 
firms. Administrative companies focus more on their current situation and while defining 
their strategy they essentially “try not leap far beyond current situation” (Stevenson, 1983, p. 
4). I expect that companies with an opportunity-driven strategic orientation to better leverage 
their absorptive capacity toward corporate entrepreneurship than those with the resource- 
driven strategic orientation. As opportunity-driven firms base their strategies on new and 
emerging opportunities, their absorptive capacity acts in way commensurate with their 
strategic orientation (Ocasio, 1997, 2011) and is more likely devoted to exploratory activities 
and processes stimulating corporate entrepreneurship. That is, absorptive capacity in such 
companies  should  be  directed  towards  the  development  of  knowledge  or  capabilities 
 underlying  their  corporate  entrepreneurship.  On  the  other  hand,  resource-driven  firms 
consider their resources as their starting point, and they should engage their absorptive 
capacity in the better utilisation of their current resources. These firms may screen out many 
entrepreneurial opportunities or ideas falling beyond their situation or not related to their 
current resources (Ren & Guo, 2011). Thus, it is expected that: 
 
Hypothesis 2: The positive association between absorptive capacity and corporate 
entrepreneurship is stronger for companies with an opportunity-driven strategic orientation 
than a resource-driven strategic orientation. 
 
Resource orientation is described through the dimensions of commitment of resources and 
control of resources. Companies with a more entrepreneurial approach attempt to reduce their 
resource commitment through investing in a multi-stage manner and using others’ resources. 
On the other hand, administrative companies try to invest at a single stage after conducting a 
thorough analysis. Plus,  while firms with entrepreneurial resource orientations prefer to 
utilize others’ resources such as financial capital, intellectual capital, skills, and competencies 
through subtracting, outsourcing or renting, conservative companies would rather control 
resources by the ownership or employment of the resources required. Such a resource 
orientation makes firms flexible in changing their directions and following multiple 
opportunities with others’ help (Bradley, et al., 2011; Brown, et al., 2001). We expect that the 
interaction of absorptive capacity and entrepreneurial resource orientation to result in more 
corporate entrepreneurship. As this companies invest in a multi-stage manner and they try to 
use others’ resources, they have more flexibility for attending to new and emerging 
opportunities and ideas for corporate entrepreneurship (Lane, et al., 2006; Ren & Guo, 2011). 
As such, it these companies absorptive capacity is more likely to engage in identifying 
opportunities and pursuing them by filling their knowledge gaps through leveraging others’ 
resources. On the other hand, administrators have difficulty reversing due to their large 
resource commitment (Chesbrough, 2007). As such, they might be forced to ignore many 
entrepreneurial opportunities and concentrate their absorptive capacity on doing mainstream 
activities or exploiting existing opportunities. Thus it is expected that: 
 
Hypothesis 3: The positive association between absorptive capacity and corporate 
entrepreneurship is stronger for companies with an entrepreneurial resource orientation than 
an administrative resource orientation. 
 
Management Structure reflects the desired degree of structural organicity.  Companies with 
more entrepreneurial approach have organic and flat structure which is composed of multiple 
informal networks and enable employees to freely seek opportunities. On the other hand, 
administrative companies possess mechanistic structure with a formalized hierarchy and 
clearly  defined  authority  lines,  routines,  responsibilities,  and  systems  for  measuring 
efficiency (Brown, et al., 2001). One of the main attentional drivers addressed by Ocasio 
(1997) is organisational structure. He argues that companies through structural actions such 
as creating communication channels, job descriptions, and information and control systems 
conductive to attending to their desired actions can manage their organisational attention. 
Stevenson contends that firms with an entrepreneurial approach through developing organic 
structures create an environment where people can freely locate and pursue opportunities. 
Indeed, creating loose and informal control systems, disregarding formal procedures, being 
allowed to use a wide range of management styles, acting based on situations and their 
personality,  and  not  job  description  (Brown,  et  al.,  2001),  increase  decision  makers’ 
discretion or latitude of action. Scholars argue that as the amount of managerial discretion 
increases, the amount of entrepreneurial attention for attending to opportunities and answers 
 for  entrepreneurial activities enhance (Cho  &  Hambrick, 2006).  In  an organic structure 
people have flexibility for attending to broader knowledge (Van Den Bosch, Volberda, & De 
Boer,  1999).  It  also  facilitates identifying relevant external knowledge in  a  timely and 
efficient manner (Foss, Lyngsie, & Zahra, 2013), and has high potential for rapid distribution 
of knowledge across the company (Anderson, Covin, & Slevin, 2009; Burns & Stalker, 
1961). As such, the entrepreneurial structure facilitates channelling absorptive capacity 
towards undertaking corporate entrepreneurship. Ireland and Webb (2009) argue that 
exploratory activities require more organic organisational structures. On the other hand, 
administrators may channel employees’ attention and their absorptive capacity to doing 
mainstream activities through tight control systems, uniformed management style, formal job 
descriptions and formal routines and processes (Brown, et al., 2001). Thus it is expected that: 
 
Hypothesis 4: The positive association between absorptive capacity and corporate 
entrepreneurship is stronger for companies with an entrepreneurial organisational structure 
than an administrative organisational structure. 
 
Reward Philosophy refers to how companies compensate their employees’ efforts. As the 
main focus of firms with the entrepreneurial approach is value creation through seeking and 
exploiting opportunities, compensations and promotions in these companies are based on the 
success of individuals or teams in adding value to the firm. As such, compensation is value- 
driven  and  performance-based  in  these  companies.  On  the  other  hand,  conservative 
companies compensate their employees based on their position in the hierarchy, their 
responsibilities, the amount of controlled resources, and seniority, and in case of success they 
are even promoted to higher positions with more resources under control (Brown, et al., 
2001; Stevenson, 1983). It appears that companies with an entrepreneurial reward system can 
more effectively benefit from their absorptive capacity for corporate entrepreneurship. As 
corporate entrepreneurial activities are value-creating outputs (Simsek & Heavey, 2011; Yiu, 
Lau, & Bruton, 2007; Yiu & Lau, 2008) and the entrepreneurial reward philosophy is based 
on value-sharing with involved employees, this reward system is more likely to channel 
corporate attention and absorptive capacity towards corporate entrepreneurship. Bradley et 
al., (2011) argue that the compensation of employees based on value added motivates greater 
percentage of employees to pursue entrepreneurial opportunities. Simsek et al., (2007) 
likewise suggest that out-come based incentives can serve like a lubricator and deploy 
organisational resources towards corporate entrepreneurship. Thus it is expected that: 
 
Hypothesis 5: The positive association between absorptive capacity and corporate 
entrepreneurship is stronger for companies with an entrepreneurial reward philosophy than 
an administrative reward philosophy. 
 
Growth orientation refers to a firm’ intended pace or speed of growth. While companies with 
entrepreneurial approach prefer rapid growth by looking beyond controlled resources and 
acting based on available opportunities for growth, administrative companies desire slower 
growth at a steady pace so that it does not unsettle the company or put the accumulated 
resources at risk (Brown, et al., 2001). Building on the attention-based view, we believe that 
companies with higher levels of growth orientation can better benefit from their absorptive 
for corporate entrepreneurship. As discussed before, companies with higher levels of 
absorptive capacity possess the potential to identify opportunities, accurately evaluate their 
commercial values, and exploit them commercially (Cohen & Levinthal, 1990; Zahra & 
George, 2002). Pursuing and extracting value from opportunities in the forms of corporate 
entrepreneurship; however, depends on the extent to which absorptive capacity is deployed 
for corporate entrepreneurship versus mainstream activities. As a valid path to growth for 
 firms is through corporate entrepreneurship (Zahra, 1993; Zahra & Covin, 1995), companies 
with higher level of growth orientation are more likely to channel their absorptive capacity 
towards corporate entrepreneurship than mainstream operations. Conversely, firms with 
administrative growth orientation may channel their absorptive capacity for doing their 
ongoing operations or exploiting current opportunities which are a more predictable and 
certain method of growth (March, 1991; Ren & Guo, 2011). As uncertainty and 
momentariness are integral parts of  emerging opportunities (Teng, 2007), these firms may 
ignore and miss many opportunities and options for corporate entrepreneurship. Thus it is 
expected that: 
 
Hypothesis 6: The positive association between absorptive capacity and corporate 
entrepreneurship is stronger for companies with higher levels of growth orientation than 
lower levels of growth orientation. 
 
Culture can be defined as “pattern of shared values and beliefs that help individuals 
understand organizational functioning and that provide norms for behaviour in the 
organization” (Deshpande & Webster 1989, p. 4). Companies with entrepreneurial culture 
repeatedly encourage and promote new ideas, creativity, experimentation, and broad search 
for  opportunities  because  opportunities  are  considered  as  the  starting  point  in  these 
companies. As such, a work environment full of new ideas is created in these companies. 
Conversely, as administrative companies focus on the optimal use of controlled resources, 
search for opportunities is restricted by resources and only ideas related to increasing 
efficiency would be encouraged. As such, a work environment with just enough or a lack of 
ideas is generated by administrative companies (Brown et al., 2001). It is logical to expect 
that firms with the entrepreneurial culture to better deploy their absorptive capacity towards 
corporate entrepreneurship. Ocasio (1997) argue that corporate culture through valuing 
selected issues and answers structures organisational attention. An entrepreneurial culture 
values seeking opportunities, experimentation, developing new ideas, and potential failures. 
This should distribute organisational attention and absorptive capacity to activities for 
fostering  corporate  entrepreneurship. On  the  other  hand,  an  administrative culture  may 
channel absorptive capacity to mainstream activities or a limited set of proved opportunities 
for increasing efficiencies in firms. Thus, it is predicted that: 
 
Hypothesis 7: The positive association between absorptive capacity and corporate 
entrepreneurship is stronger for companies with an entrepreneurial culture than an 
administrative culture. 
 
1.3    METHODOLOGY 
 
1.3.1 Sample and data collection 
 
We collected quantitative data through the questionnaire survey to test the strength of 
relationships between the variables in our model (Edmondson & McManus, 2007). We 
focused on a single industry to confine the extraneous variation of heterogeneous industry 
factors (Davidsson, 2008; Wales, Parida, & Patel, 2012). For developing the survey 
instrument, it was pre-tested and modified based on feedback from a panel of 15 scholars 
familiar with the literature, 6 practitioners from companies, consultants and associations in 
the industry. The instrument then was translated to Farsi , the native language of Iran, using 
the most frequently employed technique of  back-translation (Brislin, 1970).  A  bilingual 
person translated the English version into Farsi and a second and independent translator 
translated back it to English, and remaining wording issues were resolved through discussion. 
The translated instrument was also pre-tested and reviewed by a panel of 5 academics and 8 
 practitioners from companies, consultants and associations in the mining industry of Iran 
before launch. 
 
The first survey was conducted in Iran from mid-September to mid-November 2012. Around 
800 companies were identified in Iran, using publicly available databases. Since some of the 
firms in our sample were not contactable, some did not exist or were irrelevant, the sample 
finally reduced to around 600 companies. To minimise the potential common method bias in 
cross-sectional studies, the questionnaire was divided into two parts, one comprised 
independents variables and one dependent variables, and two informants in each company 
were asked to fill out the questionnaires, one for independent variables and one for dependent 
variables (Podsakoff, MacKenzie, Lee, & Podsakoff, 2003). We eventually received 
completed and usable double-respondent questionnaires from 126 firms, consulting services 
(1.6%), contracting (18%), equipment manufacturer (63.9%), supplies and consumables 
(13.1%), support and services (3.3), for an effective response rate of 21%. 
 
The second survey was conducted in December and January 2012 in Australia. A sample of 
around 2100 companies providing products and services to the Australian mining sector were 
recognised, using the same approach as used in Iran. As some of the companies turned out as 
irrelevant, non-existent and unreachable firms, the sample finally reduced to around 1700 
companies. Following Dillman’s (2000), a mixed method (triangulation) approach was used 
to induce participation and the companies were provided both hard copies and unique 
passwords for accessing to an online version of the survey. Participants were also promised to 
receive a management report of the project results upon completing the survey. Eventually, 
205 questionnaires were returned, consulting services (19.3%), contracting (12.3%), 
equipment and manufacturer (24.1%), supplies and consumables (30.8%) and support and 
services (13.3%), for a response rate of 12%, consistent with the 10-12% typical response 
rate in studies targeting top executives (Hambrick, Geletkanycz, & Fredrickson, 1993). 
 
To test the non-response bias, chi-square and t-tests on the mean differences between early 
and late respondents in terms of size and key variables in the model were conducted. The 
logic is that late respondents are assumed to be more like those not participating in a survey 
(Armstrong  &  Overton,  1977).  Following  Simsek,  et  al.,  (2007),  we  considered  those 
returning the questionnaire after the second reminder as late respondents and before that as 
early respondents. No statistically significant differences were detected between early and 
late respondents in terms of size and key variables in the model supporting that the non- 
response bias was not a major issue in our study. 
 
1.3.2 Measures 
 
Corporate  entrepreneurship:  The  extent  to  which  companies  pursue  corporate 
entrepreneurial activities was measure based on Zahra’(1996) scale capturing the dimensions 
of innovation, developing new products and services, international and local venturing, the 
birth of new business within existing companies and entering new markets, renewal, 
redefining the business scope or strategy (Heavey, et al., 2009; Simsek, 2007; Simsek & 
Heavey, 2011; Simsek, et al., 2007). Respondents were asked to answer 15 items, rated on a 
five-point scale, ranging from 1 (“strongly disagree”), to 5 (“strongly agree”). Following 
Simsek (2007), we used corporate entrepreneurship as a meta construct, as it better captures 
the synergies between factors. The results of the confirmative factor analysis for measuring 
the measurement validity suggested reasonably good model fit (χ2 (86) = 248.916, n = 331, 
p<0.001, χ2/df = 2.89; SRMR = .069; RMSEA = .076; CFI = .908; GFI = .911). All factor 
loadings were highly significant (p < 0.001) and the coefficient alpha for the overall scale 
was .83. Furthermore, a target coefficient statistic of .96 showed this higher order model 
 effectively accounted for the relationships between the lower order individual dimensions 
(Marsh & Hocevar, 1985). 
 
Absorptive capacity: Absorptive capacity was measured in this study using Lichtenthaler’s 
(2009)  scale,  capturing  six  dimensions  through  three  learning  processes,  exploratory 
learning, comprising acquisition and assimilation dimensions, transformative learning, 
encompassing maintenance and reactivation dimensions, and exploitative learning, capturing 
transmutation and exploitation dimensions, as a three-dimensional meta-construct represented 
by 21 items rated on a five-point scale, ranging from 1 (“strongly disagree”), to 5 (“strongly 
agree”). One  of  the  items,  related to  the  assimilation dimension, was  eliminated while 
running  factor  analysis  because  of  a  low  level  of  loading  value.  The  results  of  the 
confirmatory factor analysis for this model suggested reasonably good model fit (χ2 (162) = 
388.800, n = 331, p<0.001, χ2/df = 2.40; SRMR = .053; RMSEA = .065; CFI = .917; TLI = 
.902).  The coefficient alpha for the overall absorptive capacity scale is .90. 
 
Entrepreneurial management: Stevenson’s conceptualisation of entrepreneurial management 
was operationalised by Brown et al., (2001) based on a sample size of 1278 companies 
operating in different industries with different sizes and corporate governances. They 
empirically identified six dimensions measuring the extent to which a company displays 
entrepreneurial versus administrative approach. These sub-dimensions are strategic 
orientation, growth orientation, resource orientation, reward philosophy, management 
structure, and entrepreneurial culture. In the original scale the Cronbach’s Alpha values of 
reward philosophy (α = .58) and resource orientation (α = .58) were a little below the 
acceptable level of .60 (Kline, 1999). As such, we adapted four items from Balkin and 
Gomez-Mejia (1990) to address the possible issues with the reward philosophy dimension. 
These items measure how much a company’s reward system is based on performance or 
value-creation, consistent with Stevenson’s conceptualisation of reward philosophy. I used 
the original scale validated by Brown et al., (2001) for measuring the other dimensions as 
used in the literature (Bradley, et al., 2011; Bruining, Verwaal, & Wright, 2013). These 
dimensions were measured on a seven-point semantic deferential scale, contrasting 
entrepreneurial with the administrative approaches. Respondents were asked to determine for 
each pair of the opposite statements which position in the continuum best described their 
managerial practices. The results of the confirmative factor analysis for measuring the 
measurement validity suggested reasonably good model fit (χ2  (120) = 303.570, n = 331, 
p<0.001, χ2/df = 2.53; SRMR = .062; RMSEA = .068; CFI = .90; GFI = .907). All factor 
loadings were highly significant (p < 0.001) except for one item related to reward philosophy 
and two related resource orientation which were dropped from the analysis. Growth 
orientation was measured with a two item scale (α = .64), strategic orientation with a three 
item scale (α = .75), management structure a five item scale (α = .82), organisational culture a 
three item scale (α = .70), resource orientation a two item scale (α = .66), and reward 
philosophy a three item scale (α = .68). 
 
Control variables: To control the possible confounding effects and extraneous variation, a 
number of variables were included in this study as control variables. As firm size is an 
important factor in explaining firm behaviour (Liao, Welsch, & Stoica, 2003) and larger 
companies may have more resources, but less flexibility, for corporate entrepreneurial 
activities (Burgers, et al., 2009), the number of full time employees, accounting for firm size, 
was controlled in this study. Following to the Australian Bureau of Statistics (ABS), firm size 
was measured through a categorical scale such that “1 to 4” was considered as micro, “5 to 
19” as small, “20 to 199” as medium and “over 200” as large businesses. The literature also 
acknowledges that environmental dynamism influences corporate entrepreneurial activities 
 (Heavey, et al., 2009). As such, environmental dynamism, capturing the rate of changes in the 
competitive environment, was controlled   through a four-item scale, used in the literature 
(Jansen, Van Den Bosch, & Volberda, 2005). The coefficient alpha for this scale was .83. 
Finally, additional institutional and industry effects were controlled, using one dummy 
institutional context in which Iran served as the reference group and five industry dummies: 
consulting services, contracting, support and services, supplies and consumables, and 
equipment and manufacturer. 
 
1.3.3 Analysis and results 
 
Hierarchical regression analysis was used to test the hypotheses. Predictors, except for 
institutional market orientation, were both mean-centred (Cohen, Cohen, West, & Aiken, 
2003). Table 1.1 presents the means, standard deviations and correlations of the variables in 
this  study. Since the  correlations between each  pair  of  the  variables are  all  below  the 
suggested cut off of .70 (Tabachnick & Fidell 1996) and the calculated variance inflation 
factors (VIF) for each regression equation is well below the recommended level of 10 , 
multicollinearity should not bias our results. Table 1.2 (appendix A) also shows moderated 
regression results for corporate entrepreneurship. Model 1 tested the relationship between the 
control variables and corporate entrepreneurship. This model contained 3 of the 4 firm size 
dummies, as medium was used as the reference group and 4 of the 5 industry dummies 
because manufacturing was considered as the reference group. The sub-dimensions of 
entrepreneurial management also entered as control variables in this model so that the unique 
variance explained by absorptive capacity can be examined in model 2, adding the direct 
effect of absorptive capacity to the first model. Model 3 to model 9 included the two-way 
interactions of absorptive capacity and different sub-dimensions of entrepreneurial 
management. Model 1, containing control variables, shows that micro and large business 
have a positive effect on corporate entrepreneurship, indicating that larger companies have 
more corporate entrepreneurial activities. Growth orientation, reward philosophy and 
organisational  culture  also  have  positive  direct  significant  effect  on  corporate 
entrepreneurship (see table 1.2, appendix A). Model 2 also in table 1.2 indicates that 
absorptive capacity positively influences corporate entrepreneurship (β = .28, p < .01), 
providing support for hypothesis 1. Conversely, model 3 shows that the variance explained 
by the two way interaction of absorptive capacity and strategic orientation is not significant 
(β = .053, p >.10), not supporting hypothesis 2. 
 
Our data also indicate that resource orientation negatively moderates the relationship between 
absorptive capacity and corporate entrepreneurship (β = -.126, p < .01), which is contrary to 
our hypothesized prediction. To further interpret the interaction effect, Aiken and West’s 
(1991) plotting technique was used in which the effects of independent variable on the 
dependent variable in the low (one standard deviation below mean) and high (one standard 
deviation above mean) levels of moderator are depicted. As shown in figure 1.1 (appendix 
B), the increasing level of absorptive capacity generates more corporate entrepreneurship for 
the administrative than entrepreneurial resource orientation. This may suggest that higher 
levels of absorptive capacity overcome the lack of attention towards corporate 
entrepreneurship. With respect to hypothesis 4, which predicted that entrepreneurial 
management structure would have a positive moderating effect on the relationship between 
absorptive capacity and corporate entrepreneurship, our results did not support the hypothesis 
(β = -.019, p >.10). The data; however, support hypothesis 5, which suggested that 
entrepreneurial  reward  philosophy  would  positively  moderate  the  effect  of  absorptive 
capacity on corporate entrepreneurship (β =.079, p < .05). As shown in figure 1.2 (appendix 
 B), corporate entrepreneurship increases in a faster rate for entrepreneurial versus 
administrative reward philosophy. 
 
With regards to hypothesis 6, contrary to our hypothesised prediction that growth orientation 
would positively moderate the relationship between absorptive capacity and corporate 
entrepreneurship, I found that growth orientation actually negatively moderated the 
relationship between absorptive capacity and corporate entrepreneurship (β =.-.063, p < .05). 
As it can be seen in figure 1.3 (appendix B), for companies with the entrepreneurial growth 
orientation, increasing the level of absorptive capacity has almost little impact on corporate 
entrepreneurship. By contrast, for firms with the administrative growth orientation, increasing 
the  level  of  absorptive capacity has  a  significant positive  effect  on  corporate 
entrepreneurship. This suggests that higher levels of absorptive capacity may overcome the 
lack of attention towards corporate entrepreneurship. Finally, hypothesis 7 which advanced 
entrepreneurial organisational culture positively moderate the effect of absorptive capacity on 
corporate entrepreneurship was supported (β = .122, p < .01). The interaction plot in figure 
1.4 (appendix B) indicates that for entrepreneurial culture, the increase of absorptive capacity 
has a positive stronger effect on corporate entrepreneurship. Conversely, these effects are 
attenuated for administrative culture. 
 
1.4    DISCUSSION 
 
The main purpose of this study was to investigate how organisational mechanisms assisting 
firms with the deployment of their absorptive capacity towards corporate entrepreneurship. 
The findings indicate that entrepreneurial reward philosophy positively moderates the 
relationship between absorptive capacity and corporate entrepreneurship. This supports our 
main argument that the entrepreneurial reward system emphasising on sharing created value 
with employees is more likely to channel absorptive capacity towards the value-creating 
corporate entrepreneurial activities (Simsek & Heavey, 2011; Yiu, et al., 2007; Yiu & Lau, 
2008). These results are consistent with Oliver’s (1997, p. 706) proposition that “firms will 
be more likely to make optimal use of accumulated resources when the effective use of 
resources is ties formally to the firm’s incentive system.” The findings also suggest that the 
entrepreneurial culture, valuing creativity, experimentation, risk-taking and new ideas, 
strengthens the impact of absorptive capacity on corporate entrepreneurship. From the 
attention-based view, it implies that the entrepreneurial culture better leverages absorptive 
capacity towards corporate entrepreneurship than the administrative culture. Ocasio (1997) 
argues that corporate culture by valuing selected issues and answers structures organisational 
attention. These results enrich the corporate entrepreneurship literature by empirically 
connecting absorptive capacity to corporate entrepreneurship, and more importantly showing 
the mechanisms firms can more effectively benefit from their absorptive capacity for 
entrepreneurial activities (Teng, 2007; Zahra, et al., 2009). The results suggest that absorptive 
capacity may not suffice to raise the level of corporate entrepreneurship. Companies also 
need mechanisms to conduit their absorptive capacity attention towards corporate 
entrepreneurship (Burgelman & Valikangas, 2005; Burgelman, 1983; Van de Ven, 1986). 
This research suggests that entrepreneurial reward philosophy and culture can be such 
attentional divers. 
 
Contrary to our hypothesized prediction, the data; however, indicate that resource orientation 
negatively moderates the relationship between absorptive capacity and corporate 
entrepreneurship.  Stevenson‘s  theory  has  been  criticised  for  undervaluing  the  role  of 
resources while pursuing entrepreneurial activities (Baker & Nelson, 2005). Stevenson and 
 Jarillo (1990, p. 23) contend that entrepreneurship is pursuing opportunities “without regard 
to resources currently controlled”. They argue that the use of external resources give 
companies flexibility for pursuing new and emerging opportunities. In contrast, the resource 
based view suggests that the imperfectness of strategic factors’ market and lack of strategic 
factors mobility may restrict firms’ ability to utilise external resources for proceeding to their 
entrepreneurial purposes (Spanos & Lioukas, 2001). Accordingly, this view suggests that 
opportunities should match current resources (Baker & Nelson, 2005; Hill & Birkinshaw, 
2012; Keil, et al., 2008). The data show that for firms with the administrative resource 
orientation absorptive capacity more adds to corporate entrepreneurship than those with the 
entrepreneurial resource orientation. This means that the entrepreneurial resource orientation 
has a suppressive impact (Black & Boal, 1994) on the relationship between absorptive 
capacity and corporate entrepreneurship. One speculative explanation for this finding is that 
as firms with entrepreneurial resource orientation try to pursue opportunities without regard 
to controlled resources, they may pursue opportunities which are less related to their existing 
knowledge bases. As such, their current absorptive capacity and knowledge bases may not be 
as important for pursuing corporate entrepreneurship as they are for firms with the 
administrative resource orientation. The findings also indicate that the entrepreneurial growth 
orientation negatively moderates the effect of absorptive capacity on corporate 
entrepreneurship. The same speculation might also be used for this finding such that 
companies intending to grow as big and fast as possible may be less reliant on their own 
current  knowledge  bases.  Overall,  the  main  implication  of  these  findings  is  that  the 
underlying dimensions of entrepreneurial management hold differential effects on the 
relationship between absorptive capacity and corporate entrepreneurship. We refrain from 
further speculation about the possible reasons such as the context. Thus, it remains a 
potentially interesting issue for further investigation in future studies. 
 
Finally, this study contributes to the absorptive capacity literature from an attention-based 
view (Ocasio, 1997, 2011). Since absorptive capacity can be applied in a wide variety of 
areas and activities, it might be necessary and possible for firms to focus their absorptive 
capacity attention on more valuable innovative purposes for more effective exploitation of 
this capability (Lane, et al., 2006). This study is among the very first empirical studies 
adopting an attention-based view to absorptive capacity. Prior studies mainly discuss 
absorptive capacity from learning-based rationales. This literature; however, provides less 
explanation on how companies can utilise their absorptive capacity for more valuable 
innovation (Lane, et al., 2006). We argue that they may need to channel their absorptive 
capacity for more exploratory activities underlying corporate entrepreneurship through 
strategic and corporate attentional drivers. In particular, our findings indicate the way 
absorptive capacity may be applied for more valuable entrepreneurial initiatives using more 
concrete attentional procedures such as entrepreneurial reward systems (Ocasio, 1997). 
Researchers suggest that the literature of absorptive capacity lacks insight about how the 
inter-relationships between corporate factors like reward systems or culture and absorptive 
capacity shapes organisational outcomes (Lane, et al., 2006; Volberda, et al., 2010). Our 
findings suggest that entrepreneurial reward systems and culture have an enhancing effect on 
the relationship between absorptive capacity and entrepreneurial outputs possibly through 
leveraging it towards corporate entrepreneurship versus mainstream operations. 
  
 
Appendix A 
 
Table 1.1 Standard deviation, and correlations a 
 
 Mean S.D. (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17) (18) 
1. Corporate entrepreneurship 3.39 .56 (.83)                  
2. Absorptive capacity 3.63 .52 .37** (.90)                 
3. Growth orientation 3.86 1.78 .18** -.04 (.64)                
4. Strategic orientation 4.27 1.53 .01 .18** -.46** (.75)               
5. Resource orientation 3.60 1.51 .11** .05* .31** -.14** (.66)              
6. Management structure 4.02 1.31 -.12** .005 -.30** .27** -.15** (.82)             
7. Reward philosophy 4.50 1.37 .10** .24** -.46** .51** -.22** .36** (.68)            
8. Organizational culture 4.95 1.18 .34** .34** .11** -.04 .03 -.11** .08** (.70)           
9. Institutional context b .61 .48 -.008 .15** -.36** .27** -.42** .30** .40** -.12** -          
10. Dynamism 3.54 .64 .19** .29** -.02 .01 .03 .09** .01 .16** -.06** (.83)         
11. Support and service .09 .28 .11 .10** -.009 .02 -.09** -.03 .13** .12** .16** .05* -        
12. Supplies and consumables .22 .42 .04* -.02 .03 .008 -.10** -.004 .03 -.07** .19** -.006 -.17** -       
13. Contracting .13 .34 -.03 .002 .04* -.01 -.02 -.07** -.009 .02 -.08** -.003 -.12** -.21** -      
14. Consulting .12 .32 -.09* .013 -.10** .06** -.07** .17** .06** -.12** .25** -.15** -.11** -.20** -.14** -     
15. Manufacturing .37 .48 -.01 -.05* .05* -.04* .22** -.03 -.12** .04* -.39** -.05* -.24** -.42** -.31** -.28** -    
16. Micro .09 .30 -.16** .01 .08** -.07** -.08** .09 .02 -.03 .26** -.04* .14** .05** -.04* .03 -.11** -   
17. Small .35 .47 .01 -.02 .004 -.02 .16** .001 -.05* .02 -.18** -.05** .07** -.04* -.02 -.005 .006 -.24** -  
18. Medium .45 .49 .02 .02 .07** .003 -.03 -.04 -.04 -.006 -.11** .12** -.09** .008 -.03 -.07** .13** -.30** -.67** - 
19. Large .07 .26 .14** .01 -.06** .13** -.12** -.01 .14** .02 .22** -.05** -.09** .001 .14** 13** -.11** -.09** -.21** -.26** 
a N=331. Numbers in parentheses on the diagonal are Cronbach alphas of the composite scales. 
b Iran context served as reference group 
** Correlation is significant at the 0.0l level (2-tailed) 
*   Correlation is significant at the 0.05 level (2-tailed) 
+      Correlation is significant at the 0.10 level (2-tailed) 
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 Table 1.2 Moderated regression results for corporate entrepreneurship a 
 
 Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 
Control variables         
Industry dummies b         
-  Consulting -.061 -.086 -.088 -.069 -.084 -.082 -.095 -.056 
- Contracting -.084 -.094 .096 -.091 -.096 -.092 -.113 -.085 
- Supplies and         
.078 .084 .080 .104 .085 .084 .080 .090 
consumables 
- Support and service .136 .134 .126 .100 .135 .114 .134 .108 
Organizational size         
dummies c         
- Micro -.264** -.266*** -.264*** -.247** -.265*** -.274*** -.251** -.254*** 
- Small .023 .022 .024 .009 .025 .026 .025 .013 
- Large .278** .314*** .320*** .339*** .311*** .318*** .316** .302*** 
Environmental dynamism .123** .067 .055 .047 .068 .052 .058 .057 
Institutional context d .105 .045 .065 .050 .038 .068 .065 .047 
 
Strategic Orientation .014 -.001 -.003 .003 -.001 -.004 .000 -.001 
 
Resource Orientation .036 .026 ..027 .046** .024 .033 .021 .027 
 
Management Structure -.028 -.021 -.024 -.030 -.020 -.025 -.027 -.021 
 
Reward Philosophy .058** .043* .038 .033 .045* .040 .035 .050* 
 
Growth Orientation .072*** .065** .065*** .051*** .064*** .068*** .066*** .070*** 
 
Organizational Culture .127*** .09*** .093*** .101*** .090 .095*** .091*** .098*** 
Main effect         
Absorptive Capacity  .28*** .276*** .255*** .281*** .288*** .269*** .293*** 
Interaction effects 
 
Absorptive Capacity * Strategic Orientation .053 
 
Absorptive Capacity * Resource Orientation -.126*** 
 
Absorptive Capacity * Management Structure -.019 
 
Absorptive Capacity * Reward Philosophy .079** Absorptive Capacity 
* Growth Orientation  -.063** 
Absorptive Capacity * Organizational Culture   .122*** 
F- Change 7.081 22.139***   2.266 3.926** .232 3.926** 4.586**  11.120*** 
 
Adjusted R2 .217*** .266*** .269 .273** .264 .273** .274** .289*** 
 
a N=331. Unstandardized regression coefficients are displayed in the table. 
*** P < 0.01, ** P < 0.05, * P < 0.10. 
b Manufacturing served as reference group in regression analyses. 
c Medium size served as reference group in regression analyses. 
d Iran context served as reference group in regression analyses. 
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Figure 1.1 Interaction of absorptive capacity and resource orientation 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1.2 Interaction of absorptive capacity and reward philosophy 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1.3 Interaction of absorptive capacity and growth orientation 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1.4 Interaction of absorptive capacity and organizational culture 
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